Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Text 

CONFIDENTIAL 

PAGE 01 OTTAWA 03522 152006Z 
ACTION COME-OO 

INFO OCT-01 EUR- 1 2 ISO-OO STR-07 CIAE-00 DODE-OO 
INR-10 NSAE-00 PA-01 ICA-11 SP-02 DOTE-OO AID-05 
EB-08 NSC-05 TRSE-00 SS-15 OMB-01 CEA-01 FRB-03 
XMB-02 OPIC-03 LAB-04 SIL-01 /092 W 

047770 161210Z/43 

R 142204Z JUL 78 
FM AMEMBASSY OTTAWA 
TO SECSTATE WASHDC 8056 
INFO AMCONSUL MONTREAL 
AMCONSUL TORONTO POUCH 

CONFIDENTIAL OTTAWA 03522 

E.O. 11652: GDS 
TAGS: ETRD, ECON, CA 

SUBJECT: GOC/ONTARIO AGREE ON AUTO INVESTMENT INDUCEMENT; 

QUEBEC LOOKS ON ANXIOUSLY 

REF: OTTAWA 3459 

1 . SUMMARY. GOC AND ONTARIO HAVE AGREED TO OFFER FORD 
AN INVESTMENT SUBSIDY OF LESS THAN CDOLS 75 MILLION 
REQUESTED BY COMPANY; BALL IS IN FORD'S COURT AND DECISION 
EXPECTED SHORTLY. QUEBEC ACTIVELY SEEKING GM'S PLANNED 
ALUMINUM CASTING PLANT AND HAS NAILED DOWN SUBSTANTIAL 
GOC PARTICIPATION IN FINANCIAL INCENTIVE TO BE OFFERED TO 
GM. END SUMMARY. 

2. GOC AND ONTARIO HAVE AGREED TO OFFER FORD A SUBSIDY 
TO LOCATE A NEW ENGINE PLANT IN ONTARIO. IT&C MINISTER 
HORNER INDICATED THAT INDUCEMENT WOULD BE LESS THAN THE 
CDOLS 75 MILLION REQUESTED BY FORD, BUT WAS MUTE ON PRE- 
CISE AMOUNT OFFERED AND ON RELATIVE SHARES FOR FEDERAL 
AND PROVINCIAL GOVERNMENTS. BALL IS NOW IN FORD7.S 
COURT. IT&C OFFICIAL TOLD EMBOFF THAT DECISION BY FORD 
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IS EXPECTED IN ABOUT TWO WEEKS. 

3. QUEBEC INTEREST GROUPS HAVE JUMPED INTO AUTO INVESTMENT 
DEBATE AND ARE ACTIVELY SEEKING GM’S PLANNED CDOLS 400 
MILLION ALUMINUM ENGINE BLOC CASTING PLANT. JEAN MARIE 
POITRAS, PRESIDENT OF QUEBEC CHAMBER OF COMMERCE, 
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DETERIORATION OF QUEBEC'S COMPETITIVE POSITION AND FOR 
PRODUCING BENEFITS FOR ONTARIO AT EXPENSE OF QUEBEC. 
CARRYING ONTARIO'S "FAIR SHARE" ARGUMENT ONE STEP 
FURTHER, POITRAS COMPLAINED THAT QUEBEC HAS 30 PERCENT 
OF CANADIAN MARKET FOR NORTH AMERICAN VEHICLES BUT ONLY 
15 PERCENT OF AUTO PRODUCTION. IN CONTRAST. ONTARIO 
ACCOUNTS FOR 84 PERCENT OF CANADIAN VEHICLE PRODUCTION 
AND 40 PERCENT OF THE MARKET. POITRAS ALSO STRESSED 
ECONOMIC ADVANTAGES TO GM OF LOCATING CASTING PLANT IN 
QUEBEC (E.G., ALUMINUM SUPPLIES AND CHEAP, SECURE 
HYDROELECTRIC POWER). 

4. AT PRESS CONFERENCE JULY 12 IN QUEBEC, FINANCE 
MINISTER CHRETIEN SAID THAT, WHILE FORD WAS NOT LIKELY TO 
PUT ITS ENGINE PLANT IN QUEBEC, PROVINCE STILL HAD A 
CHANCE TO GET GM ALUMINUM CASTING PLANT. CHRETIEN ALSO 
SAID THAT GOC WOULD PAY THREE QUARTERS OF A CDOLS 8 1 
MILLION INDUCEMENT TO HELP LURE GM TO QUEBEC. 

5. COMMENT: CHRETIEN'S STATEMENT UNDERSCORES THE 
IMPORTANT INTERPROVINCIAL DIMENSION OF THE INVESTMENT 
INCENTIVE ISSUE. POLITICAL CONSIDERATIONS DICTATE NOT 
ONLY THAT GOC DEFEND CANADIAN INTERESTS VIS-A-VIS U.S., 

BUT THAT IT ATTEMPT TO ASSURE ROUGH BALANCE IN 
INCREMENTAL BENEFITS TO QUEBEC AND ONTARIO WHICH ARISE 
FROM INVESTMENT DECISIONS WHERE GOC HAS SOME INFLUENCE. 
MEANWHILE, GM OFFICIALS HAVE TOLD US PRIVATELY THAT 
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A DECISION ON THE CASTINGS PLANT WILL PROBABLY NOT BE 
MADE BEFORE THE END OF THIS YEAR AND INDICATED THAT QUEBEC 
IS FAIRLY LOW ON THE COMPANY'S LIST OF POSSIBLE 
LOCATIONS. ENDERS 
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